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THE SIGNIFICANT OF PUBLIC ASSET MANAGEMENT FRAMEWORK APPLICATION 
FOR INDONESIAN LOCAL GOVERNMENTS: OPPORTUNITIES AND CHALLENGES 
 
M. H. Hanis1, B. Trigunarsyah2, and C. Susilawati3 
 
 
ABSTRACT: The purpose of this paper is to emphasis the significance of public asset management in 
Indonesia that is by identifying opportunities and challenges of Indonesian local governments in 
adopting current practice of Public Asset Management System.  A Case Study, in South Sulawesi 
Provincial government was used as the approach to achieve the research objective.  The case study 
involved two data collection techniques i.e. interviews followed by study on documents.  The result of 
the study indicates there are some significant opportunities and challenges that Indonesian local 
government might deal with in adopting current practice of public asset management.  There are 
opportunities that can lead to more effective and efficient local government, accountable and auditable 
local government organization, increase local government portfolio, and improve the quality of public 
services.  The challenges include no clear institutional and legal framework to support the asset 
management application, non-profit principle of public assets, cross jurisdictions in public asset 
management, complexity of local government objectives, and unavailability of data for managing 
public property.  The study only covers condition of South Sulawesi Province, which could not 
represent exactly the whole local governments’ condition in Indonesia.  Findings from this study 
provide useful input for the policy makers, scholars and asset management practitioners in Indonesia to 
establish a public asset management framework that suitable for Indonesia. 
Keywords: Public Asset Management, Local Government, Indonesia, South Sulawesi, Municipalities. 
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1. Introduction 
Asset management is an emerging 
discipline and has been acknowledge as a 
crucial tool in defining and establishing a more 
efficient and effective organization.  This 
emerging discipline is important for both 
private and government organizations (central 
and local government level) in order to 
achieved economic efficiency and effective 
organizational management.  Asset 
management can be defined as: "A continuous 
process-improvement strategy for improving 
the availability, safety, reliability, and 
longevity of assets, i.e., systems, facilities, 
equipment, and processes." (Jim, 2007). 
Many, if not all, local governments in 
Indonesia have no comprehensive asset 
management system.  As a result, there is a 
significant asset management issue in local 
government organizations.  This paper presents 
a preliminary study to develop a Public Asset 
Management Framework for local 
governments in Indonesia.  The objective of 
this study is to emphasis the significant of 
public asset management by identifing 
opportunities and challenges that local 
government might face when adopting current 
practice of asset management system. 
The paper starts with some introduction 
and background of the study.  It is followed by 
the discussion on the importance and some 
benefits of applying proper public asset 
management.  It then discusses the method 
used in this study.  After that, the paper 
presents and discusses the results of the study 
i.e. opportunities and challenges local 
governments might face when apply proper 
asset management.  Finally, it then closes with 
the conclusion. 
2. Literature Review 
There are some common circumstances 
shared among local government throughout the 
world in relation to municipal assets.  The first 
condition is the decentralisation trend that 
transforms local governments as giant property 
holders in almost overnight.  Secondly, this 
transformation is not followed by local 
government income adjustment to support 
ownership of the assets.  Third, there is a wide 
gap between demand for public services and 
availability of assets as supporting tools to 
successfully deliver public services.  Fourth, 
asset depreciation also become relatively 
important factor to be considered in the asset 
related activities.  All those conditions suffered 
by local governments could be solved by 
implementing public asset management 
framework.  Although there might other non-
asset solution to soften the problem, adopting 
current public asset management will 
significantly answer the challenges.  This 
section discusses the importance of applying 
proper public asset management. 
Local governments as giant property holders 
Recent widespread government reform 
trend in the world, from centralised to 
decentralised government, has created public 
asset related problems for local governments.  
The decentralised process involves transfer of 
public assets from central government to local 
government.  This condition has forced local 
governments to be giant property holders as 
government property accounts for a significant 
amount of public wealth.  Governments at all 
levels collectively control more property than 
many of the nation’s largest corporations 
(Hentschel & Kaganova, 2007, p. 24).  
Indonesia has three levels of government. 
The highest level is the central government, 
the middle level is provincial government and 
the lowest level is city government.  The 
decentralised policy started in 2004 with the 
enforcement of Decentralised Government Act 
Number 32/2004.  This act mandates the 
Central Government to transfer authorities of 
managing public assets to local governments.  
Although some important and strategic asset 
are still under the control of the Central 
Government (such as major airport and 
seaport, military defence equipments, etc), 
majority of the assets were transferred to local 
governments (such as properties, 
infrastructures, natural resources, etc) 
(Imbaruddin, 2003; Ministry of Internal Affair 
Indonesia, 2004). 
Most local governments, however, are not 
ready to handle the transfer of vast amount of 
assets that used to be under the control of the 
central government.  Some of the common 
problems are a lack of asset management 
expertise, an absent of a system for managing 
the asset, and a constraints in the budget for 
managing those assets i.e. the increase budget 
needed to manage the assets is not aligned with 
available budget (Amekudzi & McNeil, 2008; 
Ingo & Elif, 2007; Kaganova, McKellar, & 
Peterson, 2006). 
Lack of income adjustment to support 
ownership of the assets 
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The transfer of assets from central to local 
government also means the transfer of 
financial responsibility to local governments.  
Therefore, more budgets are needed by the 
local governments to maintain those assets.   
Property holding costs are mainly from 
maintenance, upgrading and replacement of 
exhausted assets as the largest component 
(Too, 2007, p. 326).  For this reason, it is 
expected that manager and owner of 
infrastructure asset, including public 
organisations, may suffer an increasing 
financial burden to sustain the ownership 
and/or management of their assets (Banner & 
Gagne, 1995; Berry-Stolzle, 2008; Bloomberg, 
2007; Bovaird & Loffler, 2008a; Buchanan & 
Musgrave, 1999).  At the same time, local 
government suffer budget constraint and 
limited fund to support the ownership of those 
assets.  The budget constraint, may result from 
lower overall public-sector revenue 
(sometimes induced by the deliberate choice to 
reduce tax) or from the devolution of service 
responsibilities from central government to 
local governments without appropriate transfer 
of revenues (Kaganova et al., 2006, p. 7).  In 
addition to that, in many developing countries, 
the budget constraint may result from the fact 
that local governments have very limited (or 
no) flexibility to raise local tax rates or to 
impose new type of local taxes.  Their first 
option for raising revenue is by charging for 
the use of public property or selling it, 
necessitating a high priority to property 
management (Kaganova et al., 2006). 
Gap between demand for public services and 
availability of assets 
This shrinking budget is also followed by 
government responsibility to provide the most 
suitable properties in support of core service 
delivery requirements (Bovaird & Loffler, 
2008b; Brown & Potoski, 2004). The limited 
budget is worsening with the increasing 
demand for the availability of high 
performance and quality public services.  The 
supply of public assets to support the demand 
could not balance the community needs public 
services (Ayuningtiyas, 2008). 
Jolicoeur and Barret (2004, pp. 41-42) 
argue that the role of a local government 
management division should be aligned with a 
client or organisation’s needs with the most 
appropriate asset solution.  It is understood that 
public asset management is an integral part of 
service delivery in the public sector 
organisation and has been a standard practice 
for successful local government.  The 
successfulness of delivering local government 
administrative functions and services are 
highly depends on the conditions of its 
supporting real property and infrastructure 
assets such as office buildings with their 
facilities.   
Asset depreciation 
In addition to the gap between demand for 
public services and availability of assets, the 
assets are also experiencing depreciations 
(Anthony & Michael, 2004). Those 
depreciations are physical, functional and 
economical depreciation, which may act 
together or separately.  Those depreciations 
can be controlled and minimised by 
application of public asset management 
framework. Kaganova and Nayyar-Stone 
(2000) noted that there is no valid data about 
operating expenses on municipal assets.  
However, there is evidence that local 
governments have been substantially under 
investing in property maintenance which 
means that public assets have experienced a 
high degree of physical depreciation. 
Physical depreciation of the asset means 
the depreciation suffered by the structure due 
to its function, the quality of materials utilised 
in its construction, the action of physical or 
chemical agents and even to the absence of 
adequate maintenance (Adair, 1996, p. 210).  
On the other hand, ineffective management 
and poor information of assets could lead to 
another asset depreciation i.e. functional and 
economical depreciation of the assets.  
Functional depreciation depends on physical 
obsolescence, but often the cause rests in 
aesthetics and social change, new customs or 
fashions, or in the advent of new productive 
processes unfitted to the type of construction 
and to which it cannot be adapted.  Connected 
with this processes is something termed the 
building’s useful life, means the period from 
the beginning till the end of a property’s 
operational usefulness.  Economic depreciation 
concerns the real or probable profitability of 
the property, either let or in owner-occupation.  
There is a consensus that physical and 
functional depreciation should be consider 
together with economic obsolescence (Adair, 
1996). 
The important of asset management 
Summerell (2005, p. 8) argues that the full 
accounting for assets and their use is now 
focusing on real property assets such as land 
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and buildings and infrastructures.  
Organisations are now aware that the role of 
real property holdings is important in fiscal 
responsibility and in implementing 
organisational mission.  That challenge has 
resulted in a requirement to improved real 
property asset management to demonstrate a 
uniformly high level of performance across all 
sectors in the integration of financial and 
mission-performance objectives.  This new 
emphasis on real property is understandable 
because, for most organisations, real property 
assets represent their second-largest 
investment, exceed only by personnel costs.  
Summerell also add that financial executives in 
both private sector and governmental 
organisation would be well advised to 
strengthen their understanding of real property 
asset management.  By examining business 
and mission requirements, creating auditable 
cost and investment management strategies, 
and optimizing facilities and infrastructure 
portfolios, any organisation can achieve 
sustainable success in property asset 
management.   
Summerell believes if asset management is 
implemented, most organisations will gain: 1) 
real property operations, in reduced and fully 
auditable operating costs; 2) real property use 
optimisation, in reduced vacancy rates and 
improved fulfilment lead time; 3) portfolio 
management, in managed value, auditable 
benefits, and costs; and 4) demography, in 
better balance, reduced churn, and lower move 
costs. 
These benefits, in turn, enable 
organisations to make better-informed 
decisions related to their business and mission 
strategies.  Sharing optimised data across 
functional business area ensures that the 
disclosure of financial data is complete, 
verifiable and authenticated.  Taken together, 
those benefits are what will be required for any 
organisation in the future (Summerell, 2005, p. 
9). 
Accurate, detailed, up to date information 
about organisation’s property has for many 
years been accepted in principle by private 
practitioners as the minimum requirement for 
effective management (Kooymans & Abbott, 
2006, p. 198).  Ideally, the role of an asset 
database is to provide information that assists 
the organisation in its day-to-day asset 
management function, while contributing to 
the organisation’s overall financial planning 
and asset decision making and influence 
general organisation’s strategy. 
The asset information required will vary 
between organisations, but possession of 
meaningful information regarding to physical 
lives of assets, expected amount and timing of 
major capital and maintenance expenditure and 
asset replacement enables life-cycle 
maintenance and renewal being an integrated 
part of the organisation’s strategic planning.  
Asset managers are, therefore, able to 
influence organisational decisions that affect 
their operations and, in a competently run 
organisation, have access to the necessary 
cash-flows without giving the organisation 
unpleasant surprise (Kooymans & Abbott, 
2006, pp. 198-199). 
Current practice on public asset management 
Current practice on public asset 
management in developed countries is not only 
applying advance public asset management but 
also implementing significant reform in public 
accounting system.  The changes of accounting 
practices in the government organisation has 
strongly influenced public asset management 
system (Kaganova et al., 2006).  A move to 
accrual accounting and generally accepted 
accounting principles (GAAP) has spread 
across the developed countries and is gradually 
adopted and applied by developing countries 
(often with donor pressure).  This accounting 
change has dramatic implications for local 
governments on the way public assets are 
reported, and the type of information needed to 
comply with newly adopted accounting 
standards.  Accrual accounting and GAAP 
standards has resulting in greater clarity on 
property related costs.  In this new system 
property values are recognised and measured 
during its life cycle, but its adoption requires 
significant change in government reporting 
system. 
Pinnuck and potter (2009, pp. 526-527) 
found that accrual accounting gives useful 
information, although the economic benefits of 
accruals system for forecasting cash-flows is 
less crucial for local governments than for 
private entities.  This finding strengthens the 
argument to enforce regulation that requires 
local governments to prepare financial 
accounts on an accrual basis.  Pinnuck and 
Potter also found that accruals system is able 
to forecast future cash-flows in the financial 
accounts of bigger local government 
organisation, where the demand for high-
quality financial statements is required.  In 
general, their findings support the argument 
that accrual-based information is applicable in 
the local government organisation.  
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3. Research Methodology 
A case study in South Sulawesi Province in 
Indonesia was used to achieve the research 
objective.  The case study employed 
interviews, which are continued by examining 
documents retrieved from interviews. The 
interviews were conducted to South Sulawesi 
Province asset managers and officers in the 
form of semi-structured mode followed by 
telephone interviews to clarify unclear or more 
detailed questions. 
Indonesia is a unitary state with a central 
government and two levels of autonomous 
sub-national or local government and 
administration; that is; provincial level 
government and regency or city government.  
Currently there are 33 provinces and each 
province has several regency/city governments 
(Bureau of Statistics Indonesia, 2006). 
South Sulawesi is chosen because it is the 
gate of eastern part Indonesia (Bureau of 
Statistics Indonesia, 2006).  It is located in the 
centre of Indonesia and well known as 
Indonesia Centre Point.  It is often used as 
reference or example for other local 
government in that region.    Some key data 
about South Sulawesi Province can be seen at 
table below: 
 
Table 1: Key Numbers of South 
Sulawesi Province Conditions in 2009 
Territory (km2) 46.116,45 
Population (habitant) 7.509.704 
Density (inhabit/ 
km2) 
162,84 
Regional GDP at Current 
Market Prices 
69,271,924.57 
Consumer Index Price 116,84 
Inflation 0,29 
Source: Bureau of Statistics Indonesia (2009) 
Interviews were conducted in 2009 in 
South Sulawesi Province Office.  There are 5 
participants selected from South Sulawesi 
Province officers based on their job 
responsibilities that related to public asset.  
Two participants from technical public asset 
management officers, two participants from 
middle level manager and one participant from 
public asset management decision making.  
From interview, the study revealed that 
there are some documents need to be analysed 
to support the data retrieved from interviews.  
The first documents are the law and 
regulations related to public asset 
management, start from the highest hierarchy 
i.e. at the central government Act and narrow 
down to the lowest hierarchy i.e. at the 
provincial level.  Beside law and regulation in 
asset management area, local governments 
were producing other significant documents 
related to asset management process.  Those 
documents include reports, notes, 
communication documents, asset 
census/inventory lists, and other relevant 
documents.  All data collected was analysed 
qualitatively.  
 
4. Results and Discussion: Opportunities 
and Challenges 
The significant of public asset management 
framework application at local government 
level I Indonesia can be emphasis by 
identifying the opportunities and challenges 
that may impose to local government when 
adopt public asset management from advance 
public asset management practitioners whether 
from other local government in different 
region or from private entities who recruit and 
employ by local government.  Those 
opportunities and challenges are discussed in 
more detail on the next part. 
Opportunities from adopting current 
practices 
There are some opportunities that local 
government can gain by adopting current 
practices of public asset management.  Those 
opportunities include: to be more effective and 
efficient as well as more accountable and 
auditable in managing public assets, to 
increase local government portfolio, and 
increase the quality of public services.  Detail 
discussions on what are those opportunities are 
pointed out in the next paragraphs. 
By collecting and recording up-to-date 
asset information into asset management 
documents such as asset database, local 
government will be able to identify vacant, 
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underutilised and surplus assets.  Through this 
information, local government can then 
identify the need for allocating public funds or 
discontinuing unnecessary expenditures.  
In the case of South Sulawesi Province, one 
source of inefficiency is the presence of large 
portfolios of vacant or underused properties.  
This condition is caused by the harmonisation 
of structure or the scope of government 
departments and agencies that progress faster 
than local governments’ capability to reuse or 
dispose public properties.  The regulations for 
disposing or utilising vacant property are too 
complicated and consume so much time.  Such 
regulation creates environment where local 
government officials reluctant to dispose or 
utilise the property. 
South Sulawesi Provincial Government 
owns 776 parcels of land with a total of 
14.603.000 m2. Those properties are valued at 
purchased/historical value around US$ 
138.288.000.-. 10 percents of those properties 
are considered surplus (South Sulawesi 
Province Secretary, 2008).  By disposing the 
surplus properties, South Sulawesi Provincial 
Government could save huge amount of public 
fund for maintaining those surplus land, 
because in many cases expenses for the 
maintenance of unused facilities is exceeding 
development/production cost.  Another benefit 
from disposing surplus land is that local 
government could earn additional income.  By 
disposing those assets at market price in 2008 
(US$ 550,- per square metre (Hanis, Rustanto, 
& Harijadi, 2008)), South Sulawesi Provincial 
Government could earn additional income of 
US$ 803.139.000,-.  This number is far beyond 
the current purchased/historical value of total 
asset owned by the local government.   
The second opportunity is to be more 
accountable and auditable local government 
organisation.  The administrative and financial 
information hold by local government in 
regard to applying the updated public asset 
management, for example using accrual base 
accounting system, will create accountable and 
auditable organisation.  The data used in the 
accrual based government financial report 
enables the assessment of accountability and 
performance of government entities. 
Practicing asset management continually 
means updating data regularly, which also 
means increasing the quality of information 
that made available to community or other 
local government stakeholders.   Quality 
information will give better understanding to 
decision maker, which in turn improve the 
quality of the decisions.  In the case of South 
Sulawesi Provincial Government, information 
which is stored in their asset census reports is 
limited only to general information. This type 
of information could not be used to support 
decision-making process.  There is no current 
condition information of the assets (South 
Sulawesi Province Secretary, 2008), whether 
the asset needs to be refurbish, maintain or 
other significant process.  
The third opportunity that a local 
government could gain is increased local 
government’s portfolio.  Increased portfolio 
also means better fiscal capacity mapping for 
foreign investors.  Currently South Sulawesi is 
categorised as an average rate province in 
terms of fiscal capacity mapping publish by the 
Ministry of Finance, Indonesia (Ministry of 
Finance Indonesia, 2009).   
Traditionally, South Sulawesi Provincial 
Government uses historical value for public 
property accounting in its financial report.  By 
applying current practice of public asset 
management, there is a chance for the 
Provincial Government to correct the value of 
its property.  The use of current market value 
provides opportunity to increase the value of 
local government portfolio.  From the asset 
census conducted by South Sulawesi 
Provincial Government (South Sulawesi 
Province Secretary, 2009) in 2009, it is 
revealed that almost all data in the report is 
outdated.  The value of the property is based 
on historical value, which recorded based on 
transaction of the property.  From the 776 
parcels of land owned by the Provincial 
Government, almost 90% was purchased 15 to 
25 years ago.  By correcting just one aspect of 
the asset management in the process, i.e. 
applying market value to the property, will 
have significant impact to governments 
portfolio.  As comparison, the Central 
Government of Indonesian increase in the 
value of their property by 100 percent, from 
US$ 21.206.316.000 (valued in 2006 account) 
to US$ 42.862.105.000 (valued in 2009 
account), as a result of revaluation of their 
assets (Directorate General of State Asset 
Management, 2009).   
The fourth opportunity that a local 
government might gain by adopting current 
practice of asset management is improved 
quality of public services.  In the selection of 
asset ownership, as one of asset management 
processes, local governments select the type of 
assets they need to deliver public service.  It is 
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important for them to identify and align their 
assets with their core businesses.  It is also 
important to categorise those assets based on 
their importance and significance to the 
community.  Some assets are important to the 
government but not directly significant to the 
community needs such as military assets.  
Some assets are important to the community 
but not significant to the government to own 
and manage, such as water and electric 
infrastructure.  All these categorisation can 
help local governments identifying their needs 
toward public assets. 
The adoption of an asset management 
framework by local governments can provide a 
better knowledge of how to align the local 
government asset to best meet the service 
delivery needs of community.  Strategic 
analysis as one of asset management processes 
aims to identify the direction of what are the 
customers’ expectations in relation to public 
service delivery to the community.  
Consequently, it must ensure the compatibility 
between current asset portfolio and the public 
services local government provides.  
Challenges of adopting current practices 
Adopting current practices of public asset 
management also pose challenges to local 
governments.  The first challenge is the absent 
of legal and institutional asset management 
framework.  The second is the old perception 
of local government towards public assets.  
Third challenge is that asset management 
typically involves many jurisdictions within 
the local governments.  The fourth challenge is 
the complexity of public organisation 
objectives.  The fifth challenge is 
unavailability of data required for public asset 
management.  Next paragraphs discuss those 
challenges in more detail. 
The first challenge is the absent of institutional 
and legal framework.  Indonesian local 
governments, such as South Sulawesi 
Provincial Government, do not have enough 
discretion in the area of real property asset 
management.  They also have difficulty in 
setting up proper incentives for property and 
asset managers.  In other words, the 
institutional framework for local government 
asset management is not sufficiently developed 
or permissive.  Another issue, related to the 
regulatory framework for local asset 
management, is that the law does not clearly 
define local public property.  The current 
definition of local public property is based on 
Government Regulation No. 6/2006 on 
State/Local Government Asset Management.  
This definition is too general and difficult to 
translate in to practice by local government 
officials.  There is no further practical 
guidance for local government officials to do 
their public asset management activities. 
The second challenge is the non-profit 
principle of public assets.  Although the 
government of South Sulawesi Province have 
been under financial pressure, due to increase 
public services demand and decrease subsidies 
from central government, they still treat public 
assets as public goods and as non-income 
generated resources.  
The South Sulawesi Provincial 
Government has no systematic measurement of 
the efficiency of their real estate use or the 
financial performance of their public properties 
in order to recognise the profitability of the 
public assets.  Only the capital costs of new 
public assets were an issue.  It is even taboo 
for the government to gain profit from public 
real property asset such as office buildings.  
The government believe that as those assets are 
funded by taxpayers, it is their rights to get 
benefit from those assets with no costs.  This 
condition is even stronger between 
government-to-government organisations.  It is 
unusual to lay charge to other government 
entities for using government’s building 
offices and infrastructures.  This practice is 
contradicted with practice in many advance 
public asset management such as in Australia 
and New Zealand. 
The third challenge is the problem with 
cross jurisdictions in public asset management.  
Management of public assets is conducted by 
different jurisdiction or bureaucracy depending 
on who occupy and utilise the assets.  It 
operates with different functioning policies and 
procedures in various divisions within 
provincial governments.  Different classes of 
properties, and even individual real property 
assets, are managed according to divisions’ 
own policies.  They prefer to apply traditional 
practices rather than to assess and select the 
most appropriate strategy in managing their 
property assets. 
Every jurisdictions or authorities involved 
in the asset management processes have their 
own regulations, procedures and policies, 
which sometimes contradict each other.  This 
is due to the fact that each authority has its 
own objectives.  This condition is worsened by 
a lack of coordination among provincial 
government divisions.  The lack of 
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coordination and communication between the 
local government asset manager and user 
organisations has lead to an imbalance 
between demand and supply and public service 
quality.   
In some cases in Indonesia, local 
governments suffer difficulties in identifying 
which asset falls in whose jurisdiction, whether 
it is central government’s jurisdiction or local 
government’s jurisdiction or other local 
government’s territory.  This condition is 
mainly caused by a lack of coordination and 
proper asset documentation.  There is no 
evidence of the assets ownership, whether it is 
transferred from central government or from 
other local government or acquired by 
compulsory acquisition or gift from other 
entities.  
The other challenge is the complexity of 
public organisation objectives.  Public sector 
organisation as a non-profit organisation 
recognises both efficient operations and 
equitable distribution of resources as important 
objectives.  Another important consideration 
for a public sector organisation is to generate a 
social return (affordable housing, jobs, and 
quality of life) to the community.  However, 
among all, the most significant objective for 
most if not all governments, especially the top 
leader, is how to win next elections.  This 
objective has driven local governments to go 
away from proper asset management 
objectives. 
Political interests are an important factor to 
the asset decision-making in local government 
organisation.  Politicians have strong power 
whether through their political parties or 
through the house of representative in 
influencing local governments’ asset managers 
decisions.  This power although, not clearly 
identified nor denied, is already taking place 
deeply in the local governments entities.  For 
example, procurements process of new 
projects is highly targeted by politicians or 
house representative members, whether for 
constituent interests, financial purposes or for 
political purposes. 
Finally, data availability required for 
managing public properties also creates 
challenge for local government to adopt 
current asset management practices.  As of 
2008, only 50 percent of all local authorities or 
divisions in South Sulawesi Provincial 
Government that have their property records 
computerised.  There is no reliable up-to date 
inventory data on property holdings of the 
government.  It is found that inventory report 
is lack of strategic and meaningful data such as 
property utilisation, condition, historic 
significant, and other important information.  
This, in turn, causes poor decision making 
related to public asset management. Revenues 
and expenses are not tracked on a property-by-
property basis, mainly because this 
information is not collected within 
governmental budgeting systems.  The 
potential market value of real estate is also 
frequently unknown, even for highly 
marketable and legally permissible properties.  
Out of date historical values of the property 
always quoted in the report.  Such conditions 
due to that current market values are not 
available or not recorded properly by 
government officials. 
 
5. Conclusion 
The application public asset management 
in the municipal sector is of growing interest 
and importance.  It is understood that asset 
management is an integral part of service 
delivery in the public sector and has been a 
standard practice for successful government 
organisation.  Local governments are now 
aware of the significant of public property in 
their fiscal responsibility as a giant property 
holder.   
There are some opportunities that local 
governments could achieve by adopting 
current practice of public asset management. 
Those opportunities include: to be more 
effective and efficient as well as more 
accountable and auditable in managing public 
assets, to increase local government portfolio, 
and increase the quality of public services.   
On the other hand, there are also some 
challenges that local governments might face.  
Those challenges are the absent of institutional 
and legal asset management framework; the 
old perception of local government towards 
public assets; cross jurisdictions asset 
management within the local government; the 
complexity of public organisation objectives; 
and unavailability of data required for public 
asset management. 
Those opportunities and challenges have 
resulted in a requirement to improved public 
asset management to produce a high level 
performance across all divisions and sectors 
within the local government organisations.  
Local governments’ leader would be well 
advised to strengthen their understanding of 
9	  	  
public asset management by examining public 
services and mission requirements, creating 
auditable cost and investment management 
strategies, and optimizing facilities and 
infrastructure portfolios, and aligning asset 
decisions making with community and 
organisational needs.    
 
10	  	  
References 
 
Adair, A. (1996). European valuation 
practice: theory and technique (1st 
ed.). London ; New York: E & FN 
Spon. 
Amekudzi, A. A., & McNeil, S. (2008). 
Infrastructure reporting and asset 
management : best practices and 
opportunities (Transportation & 
Development Institute (American 
Society of Civil Engineers). 
Infrastructure Systems Committee., 
Trans.). Reston, Va.: American 
Society of Civil Engineers. 
Anthony, A., & Michael, P. (2004). Property 
appraisal in Government. Journal of 
Property Investment & Finance, 
22(2), 192. 
Ayuningtiyas, R. (2008, 18 Juni 2008). Traffic 
jam in Semanggi, road user choose to 
pull over. Kompas. Retrieved 10 june 
2009, from 
http://www.kompas.com/read/xml/20
08/06/18/14413869/semanggi.macet.
motor.pilih.menepi 
Banner, D. K., & Gagne, T. E. (1995). 
Designing effective organizations : 
traditional & transformational views. 
Thousand Oaks, Calif: Sage 
Publications. 
Berry-Stolzle, T. R. (2008). The impact of 
illiquidity on the asset management of 
insurance companies. Insurance 
Mathematics & Economics, 41(1), 1-
14. 
Bloomberg, N. (2007). Florida is advised on 
saving a state fund. New York Times, 
7. 
Bovaird, T., & Loffler, E. (2008a). Public 
management and governance (2nd 
ed.). London: Routledge. 
Bovaird, T., & Loffler, E. (2008b). 
Understanding public management 
and governance. In T. Bovaird & E. 
Loffler (Eds.), Public management 
and governance (2nd ed., pp. 3-14). 
London: Routledge. 
Brown, T. L., & Potoski, M. (2004). Managing 
the public service market. 
Buchanan, J. M., & Musgrave, R. A. (1999). 
Public finance and public choice : 
two contrasting visions of the State. 
Cambridge, Mass. ; London: MIT 
Press. 
Bureau of Statistics Indonesia. (2006). Public 
Finance Statistics.   Retrieved 26 
Novembre 2008, 2008, from 
http://www.bps.go.id/sector/pubfin/ 
Bureau of Statistics Indonesia. (2009). 
Statistics By Subjects.   Retrieved 26 
Novembre 2009, 2009, from 
http://dds.bps.go.id/eng/ 
Directorate General of State Asset 
Management, M. I. (2009). 
Comparison of State Asset Value.   
Retrieved 08/12/2009, 2009, from 
http://www.djkn.depkeu.go.id/djkn/ 
Hanis, M. H., Rustanto, & Harijadi, S. (2008). 
Asset Valuation Report: BPS'-
Statistics Indonesia Asset (valuation 
report). Makassar: Directorate 
General of State's Asset Management, 
Ministry of Finance Indonesiao. 
Document Number) 
Hentschel, J., & Kaganova, O. (2007). 
Government property resources: a 
case for asset management. Public 
Management (00333611), 89(2), 24-
26. 
Imbaruddin, A. (2003). Understanding 
institutional capacity of local 
government agencies in Indonesia. 
The Australian National University, 
Canberra. 
Ingo, W., & Elif, S. (2007). The asset 
management industry in asia: 
Dynamics of growth, structure, and 
performance. Financial Markets, 
Institutions & Instruments, 16(1), 1. 
Jim, D. (2007). What is asset management and 
where do you start? American Water 
Works Association. Journal, 99(10), 
26. 
Jolicoeur, P. W., & Barrett, J. T. (2004). 
Coming of age: Strategic asset 
management in the municipal sector. 
Journal of Facilities Management, 
3(1), 41-52. 
Kaganova, O., McKellar, J., & Peterson, G. 
(2006). Introduction. In O. Kaganova 
& J. McKellar (Eds.), Managing 
government property assets: 
International experiences (1 ed., pp. 
2). Washington, D.C. 20037: The 
Urban Institute Press. 
Kaganova, O., & Nayyar-Stone, R. (2000). 
Municipal real property asset 
management: An overview of world 
experience, trends and financial. 
Journal of Real Estate Portfolio 
Management, 6(4), 307. 
Kooymans, R., & Abbott, J. (2006). 
Developing an effective service life 
asset management and valuation 
model. Journal of Corporate Real 
Estate, 8(4), 198. 
11	  	  
Local Government Fiskal Capacity Mapping, 
174/PMK.07/2009 C.F.R.  (2009). 
Decentralised Government Act, 32 C.F.R.  
(2004). 
Pinnuck, M., & Potter, B. N. (2009). The 
quality and conservatism of the 
accounting earnings of local 
governments. Journal of Accounting 
and Public Policy, 28(6), 525. 
South Sulawesi Province Secretary. (2008). 
Asset cencus Retrieved 2008. from. 
South Sulawesi Province Secretary. (2009). 
Asset cencus Retrieved 2009. from. 
Summerell, R. (2005). Implications of real-
property asset management. The CPA 
Journal, 75(10), 2. 
Too, E. G. (2007). Essential capabilities for 
strategic infrastructure asset 
management. Paper presented at the 
Proceedings 2007 of the Australasian 
Universities Building Education 
Association. from 
http://eprints.qut.edu.au/8553/ 
 
 
